CREATIVE FINANCING

Strategies for a changing market

Richard Boyles
Area Director, Kansas
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Guaranteed RD 1s #1!

e True 100% loan

* No monthly mortgage insurance (PMI)
o Competitive fixed interest rates

* Not FICO driven. Emerging Markets
o Expanded qualifying ratios

 No maximum purchase price

 NOT just for first time buyers




Raise your hands

 Increasing interest rates

* |ncreasing construction costs
* Increasing home prices

e Lower economic conditions




Promote Innovative Benefits

e Generous income limits
 Downpayment assistance accepted
e Permanent buydowns allowed

e 2-1-0 buydowns allowed
 Creative wealth building options




Generous income limits

Do not miss out on
loans because
people feel that
RD income limits
are too low. Train
them to be on the
lookout for
dependents and
daycare expenses.

.....

Guaranteed Loan “f—id_]usted”
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Downpayment Assistance

o Gift funds ©

« City/county grants
« FHLB DDP

e KHRC




DPA to avoid

AmeriDream,
Genesis, Nehemiah,
Partners In Charity

JUST SAY
NO!




Buydowns?

Could you use that in a sentence please?

Buy: “to acquire in exchange for
money”

Down: “from a higher to a lower
place or position”




Permanent Buydown

 Fixed for term of loan
e “Points” pay for the rate

o Seller, buyer, builder, or
lender may contribute

* 100% tax deductible

e Qualify for a newer/larger home

 Eligible loan purpose for low income only
Limited to 2% per AN 4134 and AN 4137




The Rate Game
$120,000 Purchase

Estimated taxes $200/$35 insurance

7.125% 8 6.250%
$1,060 $989
USDA ___..ngf



Purchase more home

$60,000 annual income

6.250%0 rate: $164,848

($1,345)

7.125% rate: $150,656

($1,307)




CHASE RURAL HOUSING

VWwednesday Now 08, 2006 S:22 AM Eastern Time
Delegated Rate Sheet FPage 1 of 1
USDA Guaranteed Rural Housing 30 Year Fixed USDA Guaranteed Rural Housing 30 Year and Z2/1 Buydown SRP Schedule
15 day 30 day 45 day S0 day | AK CTIA AR DE GA
S5.500 2.479 2.542 2.6804 Z. 667 SRP is compensation MO MS MT Ky ID La | AL AZ FL H L
s.875 1.4aza 1.as7 1.5490 1812 paid to the ariginator NC ND NE | NmM Ny Ok | RS e nal | ME M NH | A coe
S.000 0.564 0.627 0.689 0. 752 based on loan size. NI SDANCT: | ORPA TN wa
6.125 0.370 0.433 0.405 o.558 e TN
s.250 -0.088 -0. 025 0.037 O 100 $95,001 and greater 2. 15%% =2.35% 2.20%% 2.05%% 1.95%
s 375 -0.2Z210 -0 147 -0 035 -0.0z2z2 $72,501 - 95,000 2.20%%0 2. 10%2%% 1.95%0 1.80%%0 1.70%2%
s. 500 -0. 975 -0.91=2 -0.850 -0. 787 $£67,501 - $72,500 1.90%% 1.80% 1.65%% 1.50%9% 1.40%%
s5.625 -1.054 -1.001 -0.939 -O0.876 $£62,501 - $67,500 1.80%% 1.70%% 1.55%9%% 1.40%% 1.30%%
s. 750 -1.417 -1.354 -1.292 -1.229 $S57,501 - $62,500 1.75%2% 1. 652%% 1 .50%% 1.35%% 1.25%2%%6
s.875 -1.430 -1.367 -1.305 -1.2492 $52.501 - $57.,.500 1. 70206 1.60%26 1.45%56 1.30%2%6 1.20%26
F.000 -2.092 -2.029 -1.9687 -1.904 $47.501 - $S52.500 1.60%2%6 1.50%2%6 1.35%%6 1.20%2%6 1.10%26
F.125 -2.092 -2.029 -1.967 -1.904 $47.500 and less None MNone MNone MNone MNMone
7.250 -2.343 -2.280 -2.218 -2.155
7.375 > 3a3 -2 280 o zs —z 155 Manufactured Homes - New and cligible R R R T Tl e i P T T O s
7.500 -2.463 -2.405 -2.343 -=2.280 ONLY in these states. Worsen SRP . 750% s vy
Product Code 601
USDA Guaranteed Rural Housing 2/1 Buydown [T o=t of 23 monih buydown subsidy accounh 21 urm 6.7 92%,
T5 daw =0 day a5 day S0 day is included in pricing. Fully adjusted rate Note Rate:
5.625 1.686 1. 749 T.811 1.874 may not exceed GRH Maximum Note Rate.
s. 750 1.333 1.395 1. 453 1.521 Buver may not contribute funds towards M6 e servation 6f Funds reguired
s.875 1.320 1.883 1.445 1.508 buyvdown cost, until further notice. All USDA Offices
F.000 1.158 1.221 1.283 1.346 are accepting files. Chase wi
7125 o ess o721 o 783 o Bac continus o purchacs all USDA SRH
7.250 0.407 0.470 0.522 0.595 Income Limts Yes loans; including thoseapprovedadith
7.375 0.407 0.470 0.532 0.595 Geographic Restrictions Yes language:stating/the LiSDAapproval
7.500 o.7s2 o.s84s5 0.907 o.970] Jcredit scere Mminimum No IETERRISCLES e Riahaliot
Product Code 602 Up to 25% stated income No "
[7=day Iock VWorsen o0 day v 1255 1
Rural DreaMaker Opportunity 25/30 ¥ r Fixed, 100% LTV Rural DreaMaker Opportunity SRP Schedule
15 day S0 day A5 day 60 day pp———
5.875 1.908 1.971 2033 Z. 096 SRP is compensation LA MS NC | AL cAaanm| ST BE HIID 1IN
6.000 1.4905 1.558 1.620 1.683 paid to the originator ND OK OR | MY oH sD wn| foS IS M M | AZ 1L ML BN SA co e
6125 1.017 1.080 1.142 1.205 based on loan size. PASC TN N T VA VY
6.250 0.593 0.656 0.718 0.7581 X
s.375 o. 222 0.2385 0.347 0. 410 $200,001 - and greater 1.60% 1.50%6 1.40%%6 1.30% 1.20%6
s.500 -0.011 0.052 o114 o177 $50,001 - $200,000 1.30%6 1.20%0 1.710%6 1.00%6 0.90%
s 625 -0.371 -0.303 -0.246 -0.133 $50,000 and less NMNOMNE NOMNE O N E NNOMNE NOMNE
& . TS0 -0. 874 0811 -0.549 -0 . 436
65.875 -0. 921 -0.858 -0. 795 -0.733 Purchase Mortgage Insurance 5 i Monthly Finance Up-Front Into
7.000 -0.929 -0.878 -0.814 -0.751 Optinns Dfrontheontabutan Factor Loan Amount
Product Code 55§I 30 Year Monthly O _00% 0.58% [ PPN
30 Year Split Rate 1.25% 0.03% Yes
I75 day lock Worsen 60 day YySP .125% ] J(Credit Scores 680+)
30 Year Split Rate 1.50% 0.038% Yes
Rural reanviaker (2Uick Guiaseiines {Credit Scores 620-679)
Income Limts May Apply 30 Year Single Premium 2_FO0% 0.00% Yes
Geographic Restrictions No (Credit Scores 620+)
Credit Score Minimum sS20
Up to 25% stated income Yo [For Morfgage Imsurance on Refinance Transacliions:
* Single Premium is 2.45%
* Standard Monthly is . 53%
* 30 Year Sp Rate (Credit Scores 680+) 100% upfront, & .04% monthly
B0 Year Split Rate (Credit Scores 820-679) 1_50% upfront, & O03% maonthliy
Chase Rural Advantage 10/1 ARM 100% LTW
Mortgage Insurance Rates Wary in: NIiVl, & SC.
*Please Call for Quotes!
ng is not Permitte for Rural DreaMaker Opportunity and Chase Rural Advantage
Loans may be extended 15 days prior to lock expiration. ALL Lock and Registration Desk ook Expiration:Calendar
re-locks are subject to the Extension Fee, listed below. Loans Fax Number 954-422-1249 15 day wWed, Nov 22
re-locked will be subject to worse case pricing PLUS the Joy Taylor 954-698-1161 30 day Thu, Dec 07
Extension Fee. Drevw Connolly S954-698-1118 45 day Fri, Dec 22
Jannett Garcia 954-698-1129 50 day Fri, Jan 05
Extension Period and |1 day No Co st Loans must close and fund by lock
Extension Fee > > > >[l1s5 days 0.063% expiration date_
Existing Price worsened] 30 days 0.125% Loans must close and fund by lock
by cost of Extension 45 days 0.188% This information is intended for mortgage professionals only and may expiration date.
Fee 60 days 0.Z250% ~ not be given to irldiyiduals who are entitled to a more complete
ure under any circumstances. All rates, fees and programs ar

subject to change without notice. T




Buy it down...for good!

6.250%
30 day lock = 1.579% or $2,602

Lender has options:

* Pay for it out of SRP

o Seller/Builder/Buyer
Concession

 Origination fee




Pay It out of SRP

1.125% YSP: 1.408 6.250% YSP: (1.579)
+ SRP: 2.20 SRP: 2.20
3.608 6210
$153,669 $168,145
X 3.608% X .6210%
$5,544 $1,044
USDA mans



Seller Concession (2%)

7.125% YSP: 1.408 6.250% YSP: (L579)
¥ SRP: 2.20 B
3.608 $168,145
X .6210%
$153.669 $1 044
X 3.608% + 3,207 S.C.
$5,544 $4.341
USDA $



Seller Concession (1.5%) &
Origination Fee (1%)

6.250% YSP: (1.579)

7.125% YSP: 1.408 SEP: 2.0
+  SRP: 2.20 A.1d
3.608 X .6210%
$1.044
$153.669 e
X 3.608% +1.681 O.F.
$5 544 5 100

USDA & $6,022 w/2% S.C.



MORTGAGE COMPARISON CALCULATOR

more calculators

Loan Comparison Calculator

Loan Amournt
Interest Rate 9%

# of Point=

# of Payments
Payment Amount b
Tatal Interest Paid
izost of Points &
Tatal Amount Paid

Monthly Payments

Loan 1 Loan 2 Loan 3 Loan 4

165145 165145 165145 165145
7125 6.250 6.125 6.250
0 1.579 2115 2.00
360 360 360 360
$1,1532.82 $1,035.30 1,021 67 $1,055.30
P39 671 .64  [F204 56217 |F199 62503  (F204 56217
$0.00 F2,655.01 $3,556 .27 $35,362.90
07 81664  [F375 56218 |F371 39629 |F376,070.07

$1,463 $1,365 $1,352 $1,365

Estimated monthly taxes and insurance of $330 reflected in payment

USDA mas

Rural —
Development

Committed to the future of rural communities.



2-1-0 Temporary Buydowns

MAXIMIZE BUYING POWER!
* Flexibility of an ARM
o Stability of a fixed rate
o Seller, Lender, Builder may contribute
* 100% tax deductible
e No recapture

 Client may refinance or prepay mortgage
at any time

« Afford newer/larger home TODAY!

o Great strategy for R.E. agents before a
price reduction

AS RATES RISE BUYDOWNS WILL BE
IN DEMAND!

USDA manle
— ggvrg!)pmeﬁt

Committed to the future of rural communities.



How much can It really help?

$35,000 Income
7.125% = $94,253
2-1-0 Buydown = $116,623

2: 1styr. 5.125% $880

1: 2yr. 6.125% $955

0: 3rdyr. 7.125% $1,034 "

$154 increase over 3 years

Payments include estimated taxes and insurance of $235 per month




; Are 2-1-0’s
for everyone?

Excellent Buydown candidates usually exhibit:

o Job stability/OT/Bonus

* New graduates/Climbers

e Marriage

e Trailing spouse income

e Debt reducers

e« COMFORTABLE CLIENTS




Would you agree with the Kansas
Association of Realtors that real
estate In Kansas typically sells for
95-98% list price?




The “‘worst case” scenario
Offer full price and ask for the concessions
List price: $116,500
Offer: $116,500 with 2.5% concession
Sale Price: $116,500
-$2,912 2.5% buydown

$113,588 “net” sale price to seller
97.5% offer

Listing Presentation sales range:
$107,180 (92%0)- $114,170 (98%)




EVERYONE WINS

In no particular order....

e Client

* Real Estate Agent
e Seller

e L_ender

o Appraiser

=

A\




How many of your clients:

e Have a large downpayment saved? (5% or more)

e Have great credit: No BK’s, collections, foreclosures, etc?
e Have little to no debt?

e Have retirement savings or contribute to a 401(k)?

o Want to pull their downpayment out of their 401(k)?

« Have college funds set up for their children?

« Have savings accounts?

e Have earnest money?

SDA menls

SR P
Devel ent
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Be a trusted advisor

« $150,000 purchase

e 10% downpayment saved

e Debts:

Car 1. $250/mo. 6 months left
Car 2. $350/mo. 2 years left

Visa: $5,000

Mastercard: $2,000

Old Navy: $500

Fingerhut: $650

Furniture: $2,500

$10,650 credit card debt alone!

_— 5
Development

Committed to the future of rural communities.



Which would you choose?

100% Guaranteed 10% Down Conventional
$150,000 + Guarantee fee, taxes & $150,000 — 10% ($15,000), taxes &
insurance insurance
$1.,267 $1.,241
* $15,000 available to pay off debt, « $15,000 is GONE.....
save, invest, etc. e STILL have over $20,000 in debt
e |F we pay off Car 1 and all credit « Paying over $80/month PMI

cards they would still have $2,850
plus $250 additional monthly
Income ($3,000 per year)

e ALL FOR $26 MORE PER
MONTH!

USDA mas

Rural —
Development

Committed to the future of rural communities.



Put down 5% with RD
$150,000 — 5% ($7,500) + Guar.fee, tax, & ins.

$1,219

e $7,500 left for debt reduction, savings, ER fund,
etc.




Guaranteed financing IS

Innovative
Creative
Flexible
Profitable

eeeeeeeeeee



FREDDIE MAC 100 $936
NO PMI LOANS 8% INTEREST RATE 30 YR. TERM $925

FREDDIE MAC HOME POSSIBLE/FANNIE MAE MY COMMUNITY $906

FLEX 100 $898

40 YEAR LOAN + MI
80/20 80% 7% RATE 30 YRTERM  20% 8% RATE 20 YR TERM $89O
FHA ($2,350 + UEMIP + MI) $887

5% CONVENTIONAL ($5.000 + MI) $885

$893

FLEX 97 ($3,000 DOWN + MI) $876

100% RURAL DEVELOPMENT+ 3% FEE
NO MI $876

VA LOAN 2.15% FEE NO MI $871




40 year loans???

Conventional 40 yr. 100% Guaranteed
35% PMI No MI, 2% Fee
7% rate 7% rate
$893 $825
USDA mans



USDA
i

Committed to the future of rural communities.
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Area Director, Kansas
785-863-2587 Office
Richard.boyles@ks.usda.gov

USDA is an equal opportunity provider, employer, and lender. To file a complaint of discrimination write USDA,
ERESARYSNS  Director, Office of Civil Rights, 1400 Independence Avenue, S.W., Washington, D.C., 20250-9410 or call (800) 795-
3272 (voice) or (202) 720-6382 (TDD).

USDA mane

Development
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